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October 1, 2006

Mayor and Council

City of Huntsville

1212 Avenue M
Huntsville, Texas 77340

Honorable Mayor and Members of Council:

We are pleased to present the Official Annual Budget for the City of Huntsville for the fiscal year 2006-2007. This
document contains spending plans and revenue estimates as adopted by the City Council on September 5, 2006.
The total fiscal year 2006-2007 operating and capital budget excluding transfers is $53,378,816. This budget is
supported by a tax rate of 41.92 cents per one-hundred dollars of assessed valuation, a three percent decrease from
the prior year tax rate. The City of Huntsville’s utility rates remain the same as prior year rates.

Getting Back to the Basies bn Huntsville

This year’s budget continues our ongoing effort to bring the City of Huntsville’s focus back to the basics of providing
excellent essential services to our citizens. Over the years we have allowed these essential basic services to suffer
as non-basic services grew. In an effort to provide adequate funding for our essential services, the fiscal year 06-07
budget contains the elimination of several non-basic divisions as a part of a structural reorganization that will
streamline and strengthen the City of Huntsville’s management team and allow our top priority to be placed on the
provision of excellent, cost effective services.

Streamlining and Strengthening our Organization

Several major organizational changes are included in the fiscal year 06-07 adopted budget that will allow the City of
Huntsville to streamline and control costs, improve efficiencies, maximize customer service, and improve our delivery
of essential services. The details of the reorganization, summarized by department, are outlined below.

Community Services Department
This newly created department combines two former departments: Parks & Recreation and Administration. The

Community Services Department is made up of several existing divisions including Recreation, Parks Maintenance,
Aquatic Center Operations, Library Services, Cultural Services, Main Street, and Arts Center Operations. The Urban
Forestry division, previously a part of the Parks & Recreation Department, has been eliminated and the Building
Maintenance division has been transferred to the Administrative Services Department. The Community Services
Department is under the management of the Community Services Director. The current Parks & Recreation Director
position has been eliminated and a new position, Parks Operations/Contract Administrator created in its place. The
Recreation Superintendent and the Urban Forester positions have been eliminated. The Community Development
Coordinator position has been moved from the Public Services division to close out existing grants.
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Reorganization of the departments of Parks & Recreation and Administration is an important part of bringing the
focus of the organization back to the basics. The Community Services Director has been tasked with the assessment
of the entire department and its service delivery in accordance with the goals set forth in the City of Huntsville 2006
Strategic Plan. During the year she will work with the Parks Board and the City Council to audit and completely
review the functions of the department and bring the indicated changes forward for appropriate action.

Public Utilities and Public Works Department
The former Public Services Department has been split into two separate departments: Public Utilities and Public

Works. The Public Utilities Department is made up of the divisions in Water Services, Wastewater Services, and
Solid Waste Services. The Public Services Operation Superintendent position has been eliminated and recreated as
the Public Utilities Director. The Public Works Department is made up of the divisions in Planning and Development,
Street Services, and the Service Center front desk staff. The City Engineer position has been recreated as Public
Works Director/City Engineer. The reorganization of the Public Services Department also eliminated the Public
Services Director position. The previous occupant of this position has been reassigned to the Office of the City
Manager to focus on special projects. The Fleet & Warehouse Administration division and the Garage Operations
division have been transferred to the Administrative Services Department. The Office of Community Development
division, previously a part of the Public Services Department, has been eliminated and the Community Development
Coordinator position moved to Community Services Department to close out existing grants.

Charter Offices

As part of the reorganization, the Office of the City Manager has undergone staffing changes. The Assistant to the
City Manager position has been eliminated and the position of Special Projects Director has been added. The
Special Projects Director will be charged with special assignments on behalf of the City Manager.

Administrative Services Department

As mentioned above, the Building Services division, Fleet & Warehouse Administration division, and Garage
Operations division have been reassigned to the Administrative Services Department. Because these divisions
perform internal service functions they are best managed by an internal services specialist.

Establishing our Goals and Measuring Our Effectiveness

The City of Huntsville’s leadership is intensely committed to our community and exercises great diligence in planning
for the future of Huntsville. Through their strategic planning process, the City Council’s vision for the long-term future
of Huntsville is determined and the goals that will lead to the fulfillment of that vision are established. The City of
Huntsville’s process of planning and goal setting begins with the citizens. The City periodically conducts a citizen’s
survey to allow the Council to focus on our citizen’s priorities and interests. Equipped with the results of the citizen
survey, the City Council and senior staff engage in strategic planning sessions in order to plan for the future of
Huntsville. The plans and goals that result from these sessions guide the entire organization not only in decisions
pertaining to special projects and programs, but also in daily operations. Each department of the City seeks to fulfill
the City Council’s strategic plan and long-term vision for the future of our community through every service they
perform. Each City department has outlined their major function and purpose and has aligned themselves with the
Council goals over which they have especially significant and vital influence. In order to succeed in the fulfillment of
these goals, department staff has identified intermediate operational objectives for the coming year. Department staff
has also identified key measures to determine the effectiveness of their services in achieving their purposes, goals,
and objectives. When coupled with prior year accomplishments, these objectives and measures help us mark our
progress toward the achievement of the City Council’s vision for the future of our City.



Our community is currently in the process of developing the Huntsville Horizon Plan, a comprehensive plan for the
City of Huntsville. The comprehensive planning process allows citizens a forum to express their vision for the future
of Huntsville. This plan will provide vital data and direction to City Council and staff for managing growth and help to
bind together various previously conducted studies that will be incorporated as part of the Huntsville Horizons
Comprehensive Plan. Once complete, the plan will play a significant role in the development of goals and will guide
the Council’'s yearly strategic planning process. Additional information about our goals and measures of
effectiveness can be found beginning on page 1-50 of this document.

Budget Highlights

The cost savings realized as a result of the organizational changes have allowed us to add and enhance programs
and efforts that respond directly to the citizens of Huntsville’s interest as expressed through the Citizen’s Survey and
the 2006 Strategic Plan. Highlights of program and project additions and enhancements included in the fiscal year
06-07 budget are detailed below.

Providing a Safe Community

In Huntsville’s 2005 Citizen Survey, 75% of respondents indicated that providing additional funding for the services of
the Police and Fire Departments is important. The fiscal year 06-07 budget includes funding for additional Public
Safety personnel and equipment. An additional Police Lieutenant position is included in the budget as well as
additional firefighter positions with possible grant funding. Two replacement patrol cars for the police department and
a modular building to house volunteer firefighters and emergency workers at Fire Station 2 are also included in this
year’'s budget. Additional information about the Public Safety Department can be found beginning on page 2-116 of

this document. q

Enhancing Our Quality of Life

In Huntsville’s 2005 Citizen Survey, 65% of respondents indicated that providing additional funding for maintenance
of our parks is important and 69% of respondents indicated that providing additional funding for recreation programs
is important. The fiscal year 06-07 budget includes funding for additional Parks Maintenance personnel and
maintenance equipment and additional funding for youth and recreation programs. Two additional Parks Crewman
positions and parks maintenance equipment are included in this year's budget. A SandPro ball field dragging
machine, a diesel riding mower, and a replacement truck for a maintenance crew are also included. An increased
parks maintenance budget and an increased youth and recreation program budget is also a part of the fiscal year 06-
07 budget. Additional information about the Community Services Department can be found beginning on page 2-93
of this document.

Providing High Quality Public Utilities

In Huntsville’s 2005 Citizen Survey, over 60% of respondents indicated that providing additional funding for our
public utilities is important. The fiscal year 06-07 budget includes funding for equipment and additional capital
improvement projects to enhance and maintain the quality of our public utilities and infrastructure. A replacement
boring machine for Water Services and a utility vehicle for Wastewater Services are included in this year’s operating
budget. Also included are two portable flow meters to assist Wastewater Services personnel in isolating and
correcting inflow and infiltration problems in our wastewater collection system. $2,660,600 in additional capital
improvement projects are included in the fiscal year 06-07 capital budget and $2,150,155 of these are water and
wastewater public utility related projects. The table on the following page shows the budget and funding sources for
each fiscal year 06-07 project addition. Additional information about the Public Utilities Department and its operating
budget can be found beginning on page 2-48 of this document. Additional information about the capital
improvements budget and detailed descriptions of each project can be found beginning on page 5-1 of this
document. =
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City of Huntsville
F7 06-07 Capital Budget Additions

Kate Barr Ross Concrete Work 14.000 | 11th Street/MLK Avenue 150,000
Pineview Park Parking Lot 10.000 | |H45/Elkins Lake 300,000
Fiber Loop Project- North 128,445 | 16t Street/Sycamore Sewer Rehab 60,000
Comprehensive Plan Implementation 30,000 | Lift Station Generators 365,000
Service Center Yard Repaving 70.000 | FM 247 Wastewater 36,000
Land Purchase Capital Fund 13,000 | Graham Road/HWY 75 South 70,000
Sidewalk Capital Fund 40.000 | Highway 30 East Wastewater 44,000
Repainting of 2 MG Hydropillar 415,050 | QOld Colony Road Il 200,000
Repainting of 1 MG Ground Tank . 205,105 13t Street Headwall 60,000
Water Plant Generator - lés,_looo 14" Street Headygl‘l’ 45,000
Moffitt Springs/IH45 North (Phase Il) 25_&1 0 | Bearkat Drainage 100,000

jL_\\ —t 4 | Total $2,660,600

.\_\\. \ a2 A 4 [ A\

Maintaining a Qualified Workforce
It is important that the City has a high quality, dedicated, effective, and productive workforce focused on providing

excellent services to the citizens of Huntsville. In the prior budget year a step and grade pay plan system was
implemented in an effort to equalize compensation among positions that require comparable skills and responsibility.
This step and grade pay plan replaced a market based plan that in previous years had been inadequately funded
and only partially implemented. The fiscal year 06-07 budget contains continued funding for the newly implemented
step and grade pay plan system as well as a 2% cost of living adjustment (COLA) to ensure the fair and adequate
compensation of all city employees. Also included in this year’s budget are multiple training opportunities for City
employees designed to enhance their skills, knowledge, and overall ability to provide an exceptional level and quality
of service to the citizens and customers of Huntsville. Additional information about the City of Huntsville’s
organizational structure and staffing can be found beginning on page 6-1 of this document.

Eliminating Deficit Budgeting

In previous years, the City of Huntsville practiced deficit budgeting in the General Fund. Budgeting a deficit creates
expectations that are unlikely to be met because it means that some programs and projects that are set forth in the
budget cannot be performed because adequate funding does not exist. Because a municipality may not engage in
deficit spending, Huntsville relied on employee turnover, conservative revenue forecasting, unspent appropriations,
and delayed programs and projects in order to subsidize the growing General Fund budgeted deficit. In fiscal year
03-04, the deficit ballooned to almost $1.6 million as a result of a tax rate reduction and budget additions including
the golf course and increasing health insurance costs. In fiscal year 04-05, under the leadership of a new City
Council and management team, the budgeted deficit was reduced to $800,000. In fiscal year 05-06, with the start of
the back to the basics initiative, the General Fund budgeted deficit was eliminated. Fiscal year 05-06 General Fund
budget reflected a surplus of $102,722. The fiscal year 06-07 adopted budget continues the back to the basics effort
began last year. For the second consecutive year the General Fund maintains a positive revenue-to-expenditure
relationship with a budgeted surplus of $138,659. The graph on the following page shows the history of the General
Fund budgeted deficit. Additional information about the General Fund budget can be found beginning on page 3-1 of
this document.




City of Huntsville
History of General Fund Deficit Budgeting
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Managing Our Resources

In Huntsville’s 2005 Citizen Survey, respondents were asked to identify the most important issue facing our city. The
highest ranking concern was property tax rates. The fiscal year 06-07 property tax rate is 3% lower than last year’s
rate. The City of Huntsville is committed to efficient delivery of quality essential basic services. The adopted budget
illustrates to our citizens our commitment to manage their tax dollars more effectively while enhancing the quality of
basic services we deliver. This budget provides funding for quality essential services as well as programs that fulfill
City Council priorities for the enhancement of our excellence and the growth of our City while maintaining taxes at
the effective rate. This year's adopted tax rate of 41.92 cents per one-hundred dollars of assessed valuation is the
lowest tax rate the City Council has adopted in the past seven years and the second lowest tax rate that has been
adopted in the past nine years. This marks the second consecutive year the City has been able to set the tax rate at
the effective rate. The effective tax rate is the tax rate that provides the City with the same amount of tax revenue as
the prior year from existing property plus additional tax revenue from any new property. Additional information about
property taxes can be found beginning on page 1-23 of this document.

City of Huntsville
FY 06-07 Property Tax Rate

T
<= -

General 23.81¢
Debt 18.11¢

Total 41.92¢

This year’s rate represents a 3% decrease from
FY 05-06 rate of 43.19¢ per $100 valuation.
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The City of Huntsville’'s utility rates for fiscal year 06-07 remain the same as last year rates. The fiscal year 06-07
total operating budget increased by 3.41% from last year’s budget but experienced a lesser rate of increase than the
Municipal Cost Index (MCI). The MCI, which is similar to the Consumer Price Index (CPI) but designed to show the
effects of inflation specifically on the cost of providing municipal services, rose by over 4.9% this past year. Although
inflation has outpaced the increase in the City’s operating budget, the City of Huntsville continues to provide quality
basic services at sustained or increasing levels year after year. Through a strengthened and streamlined
organization; strategic, long range planning; and sound management of our resources; the City of Huntsville is
providing improved basic service quality and quantity with fewer resources than in years past. The City Council and
staff strive everyday to manage the City’s revenue and rates in an effective manner and provide the Citizens of
Huntsville with better service for less money.

City of Huntsville
FY 06-07 Adopted Budget

FY 05-06 FY 06-07 % Change

Total Operating Budget $42.110,828 $43,547,757 3.41%
Capital Projects Budget $12,947,473 $9,831,059 -24.07%

Total 06-07 Adopted Budget $55,058,301 $53,378,816 -3.05%

The Municipal Cost Index has risen by over 4.9% this year.

o “excludes all transfers

During the preparation of the fiscal year 06-07 budget, the City Council and staff faced several challenges in their
effort to limit increases in operating expenses. The rising costs of gasoline, energy, and healthcare has a significant
effect on the City’s operating budget. Increases in revenue sources such as sales tax, utility service charges, and
interest earnings have provided for these and other necessary expense increases and, along with savings from the
reorganization, have allowed the City of Huntsville to incorporate new and enhanced services. Major changes in
revenues and expenses are listed on the following page. Detailed information about revenues and expenses in each
operating fund can be found beginning on page 3-1 of this document.



City of Huntsville FY 06-07
Selected Major Changes in Operating Revenues and Expenses

REVENIUES Expenses

Salaries & Benefits for Additional Positions 311,399
Property Tax Revenue 155,256 Salaries & Benefits for Deleted Positions (241,630)
Sales Tax Revenue 224,000 Step/COLA/Other Payroll Provisions 529,577
Mixed Drink Tax Revenue 16,000 Overtime 9,193
Public Improvement Permits (26,000) TMRS Contribution (Rate Increase*) 23,993
Municipal Court Fines (23,900) Unemployment Insurance (Rate Increase®) 17,491

Juvenile Case Coordinator Fees 26,000 City Portion Employee Health Insurance (Rate Increase’) 232,673

Swimming Fees & Concessions 30,000 City Portion Retiree Health Insurance (Rate Increase*) 24,116
Lease of City Property 9,600 Gas and Oil 191,309
Water Service Charges 308,000 MLK Center Roof Repair 26,760
Wastewater Service Charges 117,395 Maintenance of Structures (28,342)
Solid Waste Service Charges 99,914 Annual Software Maintenance 41,523
Right-of-Way Maintenance Charges 113,203 Fireworks Contract 10,000
Electric Utility Franchise Fee 25,000 Emergency Dispatch Center Contract 34,054
Telephone Utility Franchise Fee (50,000) TRA Plant Operations 93,136
Hotel/Motel Tax Revenue 48,000 Electricity Service 176,190
Sales- Cemetery Space (8,000} Aquatic Center Operations 156,915
Administrative Reimbursements 339,637 Wynne Home Arts Center QOperations 47,700
Interest Earnings 597,456 Insurance- Fleet 21,933
Grants/Reimbursements/Contributions 646,229 Youth and Recreation Programs 26,461
City Portion Health Insurance Payments 293,159 Right-of-Way Maintenance Charges 113,203
Employee/Retiree Health Insurance Payments 37,504 Administrative Reimbursements 339,637

Capital Equipment Purchases 289,481

*Includes increases due to rate changes only and not other
factors such as additional employees.

It is my privilege as your City Manager to present to you a budget that continues the back to the basics effort we
began last year. This budget is driven by the vision, mission, and objectives of the City Council. The leadership,
dedication, and direction that each of you has provided is greatly appreciated. The staff and employees of this
organization continue to demonstrate outstanding service to our community and it is their commitment that makes
this back to the basics effort possible. | must take this opportunity to express my appreciation to all who have worked
so hard to prepare this budget.

Respectively Submitted,

Ton/ L e

Kevin P. Evans
City Manager
City of Huntsville, Texas
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Reader’s quioe

This budget document is intended to give the reader a comprehensive overview of funding for the City of Huntsville’s
day-to-day operations, capital improvement projects, and outstanding debt requirements. The document is organized
into several sections to enhance its usability and allow the reader to easily locate information. An overview of the type
of information found in each section is provided below.

Budget Overview Section

The Budget Overview section contains a general overview of the City of Huntsville’s Annual Budget. In this section you
will find a budget message that highlights the major objectives and priorities of the City Council during the preparation
of the fiscal year 06-07 budget. The reader’s guide is located here along with a description of the budget process, a
budget calendar, and an operating funds budget summary chart. Also included in the Budget Overview section is an
overview of revenues. The revenue overview describes the City’s process for budgeting revenues as well as recent
revenue trends and graphs for comparison to prior year amounts and other communities. An overview of the City of
Huntsville’s goals and measurements of effectiveness is also provided as part of the Budget Overview section.

Department Overview Sectlon

The Department Overview section provides descriptions of the various departments and divisions of the City of
Huntsville. Department objectives, accomplishments, workload measures, and effectiveness measures are included in
this section along with personnel summaries and budget information.

Fund Overview Sectlon

The Fund Overview section provides a comprehensive look at the operating budget for fiscal year 2006-07. It includes
a descriptive overview of all budgeted funds and provides detailed budget information for all funds. This section is
segmented by fund and includes fiscal year 04-05 actual, fiscal year 05-06 budget and estimated, and fiscal year 06-
07 budget.

Debt Seetlon

The Debt section provides a comprehensive overview of the City’s debt. It includes a descriptive summary of City debt
issues as well as the computation of the legal debt margin. Also included in this section are the annual debt service
requirements by fund for all debt issues followed by individual debt payment schedules for each issue.

oapi,taL Sectlon

The Capital section includes an overview of all approved capital improvement projects and capital equipment
purchases for fiscal year 06-07. Descriptions of each current capital project are listed in this section. The operating
and project impacts and funding sources are also identified for each project. Capital equipment purchases and funding
sources for the fiscal year 06-07 budget are also shown in this section.

Supplemental nformation Section

The Supplemental Information section contains the Fiscal and Budgetary Policies along with the budget and tax rate
ordinances for fiscal year 06-07. Also included in this section is an organizational overview which provides a 3 year
history of budgeted positions, changes in staffing levels in the current budget, and current pay scales for budgeted
positions. Additionally this section includes an organizational chart illustrating the organizational structure of the City.
Statistical and information regarding the City is provided in the Supplemental Information section as well.



Budget Structure

The accounts of the City are organized on the basis of funds and account groups, each of which is considered to be
a separate accounting entity. Each fund can be generally thought of as a small business. The operations of each
fund are maintained using a set of self-balancing accounts which comprise its assets, liabilities, fund equity,
revenues, and expenditures. City resources are budgeted to the individual funds, by account, and are controlled
within the individual fund. The various funds are grouped into generic fund types.

general Governmental Funds Enterprise Funds

General Fund
General Debt Service Fund
General Capital Projects

Speclal Revenue Funis
Court Security Fund

Court Technology Fund

Street Fund

Airport Fund

Library Fund

Police Forfeiture Fund

School Resource Officers Fund
Public Safety Grants Fund

Arts Center Fund

Water Fund

Wastewater Fund

Solid Waste Fund
Cemetery Operations Fund

Internal Service Funds
Medical Insurance Fund
Capital Equipment Fund

Fire Equipment Fund
Computer Equipment Fund

Permanent Funds
Library Endowment Fund
Cemetery Endowment Fund

Hotel/Motel Tax Funds

The Fiscal and Budgetary Policies, adopted as part of this budget, require that a budget be prepared for each of these
funds.

Basis of Budgeting
Operating budgets are adopted on a basis consistent with generally accepted accounting principles as promulgated by
the Governmental Accounting Standards Board, with exceptions, including that depreciation is not included in the
budget, capital purchases are budgeted in the year of purchase, unmatured interest on long-term debt is recognized
when due, and debt principal is budgeted in the year it is to be paid.

Description of Funds

General Fund- The General Fund is the City’s primary operating fund. The General Fund is used to account for all
financial transactions of the general government expect for those required to be accounted for in another fund. The
principal sources of revenue of the General Fund are property taxes, sales taxes, municipal court fines, and
administrative cost reimbursements from other funds. Expenditures in the General Fund are for general government,
public safety, public services, parks and recreation, and other community services.

General Debt Service Fund- The General Debt Service Fund accounts for the financial resources accumulated for
the payment of principal, interest and related costs on long-term debt paid primarily from taxes levied by the City.



Special Revenue Funds- Special Revenue Funds are used to account for revenues either legally obligated for a
special purpose, conditions of a grant, or funds designated by Council to be used for a specific purpose. The use of
special revenue funds allows for a clearer picture of dedicated or special purpose revenues. The Streets Special
Revenue Fund is used to account for the costs of street maintenance and repair with revenue received from utility
franchise fees and use of right-of-way fees. Any difference between budgeted expenditures and expected revenues is
funded through a transfer from the General Fund. The Court Security and Court Technology Special Revenue Funds
are used to account for the municipal court security and technology fees authorized by the Texas Code of Criminal
Procedures. The Code authorizes a municipality to require a defendant convicted of a misdemeanor offense in the
Municipal Court, to pay a $3.00 security fee and up to a $4.00 technology fee as a cost of court. The revenue from
these fees can only be used for purposes outlined in Articles 102.017 and 102.0172 of the Texas Code of Criminal
Procedure. The Airport Special Revenue Fund is used to account for the costs of airport maintenance and grants with
revenue collected from the operator of the airport whose contract requires a fee be paid based on gallons of aviation
fuel sold at the airport. Any difference between budgeted expenditures and expected revenues is funded through a
transfer from the General Fund. The Library Special Revenue Fund is used to account for grants received for library
related purposes. The Police Forfeiture Special Revenue Fund retains money for police participation in drug forfeitures
to be used for law enforcement purposes. The School Resource Officer Special Revenue Fund is used to account for
police security services provided by the Huntsville Police Department to Huntsville Independent School District (HISD)
with revenues received through a grant and a contract with HISD. The Public Safety Grants Special Revenue Fund is
used to account for grants received for public safety related purposes. The Arts Center Special Revenue Fund is used
to account for the operation and programs of the Wynne Home Arts Center with revenue received from the arts portion
of the Hotel/Motel tax and transfers from General Fund. The Hotel/Motel Tax Funds are used to account for the
revenues generated from the 7% Hotel/Motel occupancy tax. The tax is allocated as follows: 3% for tourism; 3% for
debt and operations of a Visitors Center; and 1% for arts (accounted for in the Arts Center Special Revenue Fund).

Water Fund- The Water Fund is an enterprise fund used to account for the cost of providing water service to the
community. The primary source of revenue for the Water Fund is water service charges. Water operations consist of
production, distribution, capital construction, and utility billing.

Wastewater Fund- The Wastewater Fund is an enterprise fund used to account for the cost of providing wastewater
collection and treatment service to the community. The primary source of revenue for the Wastewater Fund is
wastewater service charges. Wastewater operations consist of collection, treatment, and environmental services.

Solid Waste Fund- The Solid Waste Fund is an enterprise fund used to for the cost of providing solid waste
collection and disposal service to the community. The City of Huntsville operates a transfer station facility and
transfers solid waste to the Polk County Solid Waste Management Center for disposal. The primary source of revenue
for the Solid Waste Fund is solid waste user fees. Solid Waste operations consist of collection, disposal, and recycling.

Cemetery Operations Fund- The Cemetery Operations Fund is an enterprise fund used to account for the operation
of the Oakwood Cemetery with revenue from sale of cemetery space, transfers from General Fund, and transfers from
the Cemetery Endowment Fund interest earnings.

Internal Service Funds- Internal Service Funds Internal service funds account for services furnished by a designated
program to other programs within the City. The City of Huntsville uses Internal Service Funds (ISF) to accumulate
funds for the replacement of equipment and to account for the cost of providing medical insurance coverage to City
departments. The Medical Insurance Internal Service Fund is used to account for the City of Huntsville's self funded
medical insurance program. Other operating funds pay into the fund for coverage for full-time employees. Dependent
coverage is provided at a cost to the employee. The Medical Insurance Fund disperses claims and administration fees
for health, dental, vision, and life insurance.




The Equipment Replacement Internal Service Funds provide fleet, capital equipment, and computer equipment
replacements for the City of Huntsville. User divisions are charged an annual lease fee, based on the useful life and
anticipated replacement cost for assets assigned to the division. The replacement funds then purchase replacement
equipment as scheduled and/or as conditions warrant.

Permanent Funds- Permanent funds are used to report resources that are legally restricted to the extent that only
interest earnings, not principal, may be used for purposes that support City programs. The City of Huntsville has two
permanent funds, the Cemetery Endowment Fund and the Library Endowment Fund.

Budget Preparation Process

The City of Huntsville’s budget process begins with the citizens of Huntsville. The City periodically conducts a
citizen’s survey to allow the Council to focus on our citizen’s priorities and interests. Equipped with the results of the
most recent citizen survey, the City Council and senior staff engaged in a strategic planning session in March of
2006 in order to plan for the future of Huntsville and to set strategic priorities for the fiscal year 06-07 annual budget.
The goals and priorities that resulted from this session guided City staff in the preparation of their departmental
budget requests. Each City department prepares a base budget request and a supplemental budget request for each
of their divisions. The base budget presents a spending plan for operations at the current service level with updated
costs. The City uses a modified, incremental approach to budgeting. The budget for the prior year serves as a
starting point for budget estimates. A line item budget is prepared, and detail information supports the line item
requests. Explanations of increases and decreases to individual line items are required. Requests for new or
enhanced programs, additional personnel, new equipment, and proposed projects are presented as supplemental
requests. Each department of the City prepares a budget that seeks to fulfill the City Council’s strategic plan and
long-term vision for the future of our community through every service they perform, both in daily operations and
special projects and programs, but because of Huntsville’s limited resources not every budget request can be
funded. The City Manager reviews department budget requests and weighs them against available funding and other
requests. The City Manager presents a proposed budget to the City Council that includes recommended
supplemental requests for new or expanded programs, additional personnel, new equipment, and proposed projects.
The City Council holds several budget sessions to review the proposed budget and supplemental requests. Council
consideration is also given to requests presented by the public, Council members, and other Council appointed
committees. Public hearings and final adoption of the annual budget occurs in September. The budget calendar for
fiscal year 06-07 is provided on the following page:



City of Huntsville Budget Calendar

City Council Strategic Planning Session 03.03.06 — 03.04.06
Staff Budget Kick-off and Training Session 04.03.06
Deadline for Departments to Submit Budget Request 05.11.06
City Manager and Department Head Budget Review Meetings 05.30.06 — 05.31.06
Proposed Budget provided to City Council 06.27.06
City Council Budget Work Session 06.30.06
City Council Budget Work Session 07.14.06
City Council Budget Work Session 08.17.06
Budget and Tax Rate Adoption 09.05.06

Budget Control § Amenodment

The City of Huntsville’s Annual Budget is adopted by division within the individual funds. The Budget, as adopted by
Council, is subject to change or amendment by formal action of the City Council. The City has a number of levels of
detail in the operating budgets - the fund, the department, the division, the classification, and the line item. The below
example shows the relationship between the different levels of budget detail:

Fund - General Fund

Department - Public Safety

Division - Police

Classification — Salaries/Other Pay/Benefits
Line Item - Salaries- Full Time

The level at which management, without prior Council approval, loses the ability to reapply budgeted resources from
one use to another is known as the budgets’ “legal level of control.” The division level is the legal level of control for
the City of Huntsville. The City Manager may, without prior City Council approval, authorize transfers between
budget line items within a division and may authorize transfers of $3,000 or less between divisions. The City
Manager may authorize transfers of $3,000 or less from the budgeted future appropriations account without prior City
Council approval. Transfers between divisions and transfers from the future appropriations account are presented to
Council on a quarterly basis. Adjustments between funds, or increased budget allocations greater than $3,000
require Council approval.

During the fiscal year budgetary control is maintained through monthly review of budget statements. The
responsibility for budgetary control lies with the Department Head. A department is a major administrative segment
of the City which indicates overall management responsibility for an operation or a group of related operations within
a functional area (e.g., Public Safety Department, Community Services Department). Divisions are the smallest
organizational unit budgeted and are grouped together under departments to demonstrate a broader responsibility.
For example, the Public Safety Department is comprised of Public Safety Administration Division, Police Division,
Fire Division, and School Resource Officer Division. Department Heads may not approve expenditures that exceed
monies available at the classification code level within their divisions without prior approval. Appropriations which
have not been expended by departments at the end of the fiscal year lapse. Therefore funds that were budgeted but
not used during the fiscal year are not available for use in the next fiscal year unless they are appropriated again by
City Council.

The table on the following page shows the relationship between the City of Huntsville’s funds and divisions and
indicates the department responsible for budgetary control of each division:
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Charter Offices

General
Fund

Water
Fund

city of Huntsville
Departments, Dlvisions, and Funds

Wastewater
Fund

Solid Waste
Fund

Cemetery
Operations

Street Special
Revenue Fund

Other Special
Revenue Funds

City Council

Office of City Manager

Office of City Secretary

Office of City Attorney

Office of City Judge

€ <€ < < <

Administrative Services

Human Resources

Risk and Safety Managemeni

Office Services

Purchasing

Fleet Admin/Warehouse

Garage Operations

Building Maintenance

Information Technology

C €/ <€/ </ < <] <]«

Finance Department

Finance

Municipal Courl

Court Security

Utility Billing

Public Utilities Department

Public Utilities Administratior

Surface Water Plant

Water Production

Water Distribution

Meter Reading

Construction Crew

€ <€ < < <

Wastewater Collection

AJ Brown WWTP

NB Davidson WWTP

Robinson Creek WWTP

Lab Compliance

€ < < < <

Commercial Collection

Solid Waste Disposal

Residential Collection

Recycling

< < < <

Public Works Department

Public Works Administration

Planning

Engineering

Surveying

Central Inspectior

Health

A S SH I G G S

Street Sweeping

Streets

Drainage Maintenance

Airport

Community Services Department

Community Services Administratior

Recreation

Parks Maintenance

Aquatic Center Operations

Library

Cultural Services

Main Street

A SIS S G GU N I SR S

Cemetery

Arts Center

Public Safety Department

Public Safety Administratior

Police

Fire

School Resource Officers




Comprelflel/\,sl\/e Planning

Our community is currently in the process of developing the Huntsville Horizon Plan, a comprehensive plan for the
City of Huntsville. The comprehensive planning process allows citizens a forum to express their vision for the future
of Huntsville. This plan will provide vital data and direction to City Council and staff for managing growth and help to
bind together various previously conducted studies that will be incorporated as part of the Huntsville Horizons
Comprehensive Plan. The Comprehensive Plan is designed as a framework for the future development of the City
and its two-mile planning jurisdiction over the next 20 years and beyond. It is intended to guide the community’s
decisions regarding its future physical, economic, and social development. This plan identifies goals, policies and
actions to use as decisions are made and the community’s vision is achieved. Key elements of the Huntsville
Horizon Comprehensive Plan include:

A realistic vision of the City’s future; what it will be like in 20 years.
Specific goals, supporting objectives, and realistic actions to be achieved during the planning period.

A map that illustrates the City’s vision and provides guidance to coordinate capital investments and provide
adequate facilities and services and address future land use, community character, and locations of major
infrastructure.

Identification of needs and estimated costs of initiatives that will be further quantified in the annual
budgeting process.

Priorities established for both programmatic improvements and capital investments. Capital programming is
important, but departments must also address and allocate operational and maintenance costs.

Recommendations on regulations. A significant portion of implementation will be achieved by regulations —
zoning, subdivision, building codes, and code enforcement.

Public-private partnership to allow governments to work cooperatively with the private sector, often
achieving objectives that neither can accomplish alone. Affordable housing and redevelopment strategies
are common examples requiring both government and private sector participants.

Intergovernmental cooperation between the City, County, University and State agencies to enable
coordination of actions and, in some cases, sharing of resources.

Governmental programs of acquisition and renewal spanning a wide range of areas, from acquiring land for
parks to establishing redevelopment and reinvestment programs.

The following plans are referenced as part of the Huntsville Horizon Comprehensive Plan:

Huntsville Municipal Airport, Airport Master Plan, 2003

Y2K +10 Campus Master Plan, Sam Houston State University, 2001

Huntsville Transportation Plan, 2000-2020, 2002, amended 2005

Huntsville Parks and Recreation Master Plan, 2003

Huntsville 2020, The Cultural Planning Project, Community Cultural Needs Assessment, 1992

The City of Huntsville Strategic Plan, 2006

Once complete, the Huntsville Horizon Comprehensive plan will play a significant role in the development of goals
and will guide the Council’s yearly strategic planning, budgeting, and capital planning process.



Operating Budget summary

wWhere the Mowney Conmes From...

Cther Revenue 1.00%

Adrnini strative B eimburserments

12.00% Property Tawes 2.00%

H ealth Insurance Paymnents 5.50% Sales Tases 1200%

Intergowernmental Payments 1.00%
’ Otrer Tawes 0.10%

H oteld otel Tades 2.00%

Interest Earnings 2.00% huncipal Court Fines 2.00%

Grants/C ontributons 2.00%
Permits/dcenses/D eselopment Fees
Rig ht-of-Wyay Maintenance 1.50% 0.50%
Ltility Franchise Fees 3.00%

Fees/Charges/Sales 0.50%

YWater Serdce Charges 22.00%
Solidvaste Sendces Charges
500%

Wastewater Serdoe Charges
17.00%



Where the Money Goes...

Right-of-¥Way Charges 2.00%

Administrative Reimboursements
1200%

M edical Insurance 6 00%

Salaries/ Other Pay/'B enefits
36.00%

Future Appropriations/B ad Deat
1.00%

Capital Outlays 2.00%

Dett Service 13.00%

Programs/Projects 1.00

Supplies 4.00%

Insurance/Electionss/Sundry
1.00%

M airtenance 4 .00%
Fervices and Utilities 18.00% i



Operating Budget Summary

General Debt Service Water Solid Waste
Fund Fund Fund Wastewater Fund Fund
Beginning Fund Balance Oct. 1 2,990,000 131,008 4,143,888 2,283,177 1,002,311
Sources of Funds
Revenues
Property Taxes 2,315,000 1,779,000 - - -
Sales Taxes 5,300,000 - - - -
Other Taxes 66,000 - - - -
Permits/Licenses/Development Fees 220,950 - - - -
Municipal Court Fines 740,200 - - - -
Fees/Charges/Sales 114,050 - 45,000 12,000 1,000
Inter Governmental 246,487 - - - -
Interest Earnings 267,000 30,000 220,000 228,500 55,800
Grants/Reimbursements/Contributions 101,240 - 55,000 295,000 -
Other Revenues 367,080 - - - 35,000
Water Revenues - - 9,902,416 - -
Wastewater Revenues - - - 7,480,000 -
Solid Waste Revenues - - - - 3,669,000
Health Insurance Payments - - - - -
Utility Franchise Fees - - - - -
Hotel/Motel Taxes - - - - -
Total Revenues 9,738,007 1,809,000 10,222,416 8,015,500 3,760,800
Administrative Reimbursements 4,653,361 - 311,619 55,208 -
Right-of-Way Maintenance Charges - - - - -
Operating Transfers In 202,620 - - - -
Total Sources of Funds 14,593,988 1,809,000 10,534,035 8,070,708 3,760,800
Uses of Resources
Expenditures
Operating Expenses
Salaries/Other Pay/Benefits 9,891,873 - 1,388,839 1,251,727 1,476,357
Supplies 699,111 - 251,415 185,737 291,249
Maintenance of Structures 128,660 - 224,500 216,680 15,000
Maintenance of Equipment 219,396 - 141,200 131,580 148,390
Services and Utilities 2,344,090 - 3,316,720 784,518 694,539
Insurance/Sundry/Elections 244,439 - 90,350 70,077 74,039
Programs/Projects 178,661 - - - 2,000
Debt Service 152,620 1,621,502 1,458,758 2,137,811 105,974
Capital Outlays 99,210 - 25,407 11,000 -
Future Appropriations/Bad Debt 60,000 - 198,000 98,000 50,000
Medical Insurance - - - - -
Total Operating Expenses 14,018,060 1,621,502 7,095,189 4,887,130 2,857,548
Administrative Reimbursements - - 2,237,309 2,069,069 626,885
Right-of-Way Charges - - 366,009 272,144 112,074
Total Expenditures 14,018,060 1,621,502 9,698,507 7,228,343 3,596,507
Operating Transfers Out 437,269 246,644 159,267 157,121 164,840
Transfer to Capital Improvements 92,526 - 1,465,539 1,045,035 -
Total Uses of Resources 14,547,855 1,868,146 11,323,313 8,430,499 3,761,347
Ending Fund Balance Sept. 30 3,036,133 71,862 3,354,610 1,923,386 1,001,764
16.67% Reserved Fund Balance 2,399,701 not 1,610,284 1,214,820 618,682
Unreserved Fund Balance 636,432 required 1,744,326 708,566 383,082

Note: For fiscal year 06-07 fund balance reserves were approved as follows: General Fund (20%), Water Fund (25%), Wastewater Fund (25%), Solid Waste Fund (25%), and Street Fund (25%).
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Cemetery Street Special Other Special Internal Service Permanent Total Operating
Operations Revenue Fund Revenue Funds Funds Funds Budget
- 719,334 794,410 1,003,878 439,720 13,507,726
- - - - - 4,094,000
- - - - - 5,300,000
- - - - - 66,000
- - - - - 220,950
- - 35,000 - - 775,200
15,000 38,000 1,200 - - 226,250
- - 224,000 - - 470,487
450 30,000 17,700 39,200 15,100 903,750
- - 176,733 175,288 - 803,261
- - - - - 402,080
- - - - - 9,902,416
- - - - - 7,480,000
- - - - - 3,669,000
- - - 2,405,427 - 2,405,427
- 1,386,000 - - - 1,386,000
- - 440,000 - - 440,000
15,450 1,454,000 894,633 2,619,915 15,100 38,544,821
- 222,334 - 5,242,522
- 750,227 - 750,227
111,558 - 123,032 914,519 - 1,351,729
127,008 2,426,561 1,017,665 3,534,434 15,100 45,889,299
83,975 1,148,635 385,106 - - 15,626,512
8,460 125,366 37,793 72,358 - 1,671,489
3,400 482,108 9,250 - - 1,079,598
3,525 54,950 1,950 - - 700,991
1,504 194,265 401,560 - - 7,737,196
241 37,738 - - - 516,884
24,000 5,000 214,920 - - 424,581
- - - 307,821 - 5,784,486
- - 47,826 801,088 - 984,531
- - - - - 406,000
- - - 2,622,740 - 2,622,740
125,105 2,048,062 1,098,405 3,804,007 - 37,555,008
- 309,259 - - - 5,242,522
- - - - - 750,227
125,105 2,357,321 1,098,405 3,804,007 - 43,547,757
1,903 69,240 104,445 - 11,000 1,351,729
- 57,500 - - - 2,660,600
127,008 2,484,061 1,202,850 3,804,007 11,000 47,560,086
- 661,834 609,225 734,305 443,820 11,836,939
not 404,508 not not not
required 257,326 required required required




Summary of Transfers and (nternal Charges

Summary of Operating Transfers

TO
Cemetery Public Safety Arts Center Capital Computer
General Fund Operations  Court Security  Airport SRF Grants SRF Equi it Fire E t Equi it Total Out

F  General Fund - 100,558 8,000 11,715 19,577 36,740 106,889 77,260 76,530 437,269
R  Debt Service Fund 152,620 - - - - - - 94,024 - 246,644
O  water Fund - - - - - - 76,065 - 83,202 159,267
M  Wastewater Fund - - - - - - 79,785 - 77,336 157,121

Solid Waste Fund - - - - - - 160,793 - 4,047 164,840

Street Fund - - - - - - 67,964 - 1,276 69,240

Cemetery Operations - - - - - - 1,903 - - 1,903

SRO Fund - - - - - - 7,445 - - 7,445

HIM- Arts - - - - - 47,000 - - - 47,000

H/M- Visitors 50,000 - - - - - - - - 50,000

Cemetery Endowment - 11,000 - - - - - - - 11,000

Total In 202,620 111,558 8,000 11,715 19,577 83,740 500,844 171,284 24